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QUESTIONS

I am very concerned with the capacity of state guaranty
associations to deal with large catastrophes and
insolvencies in the industry. It is my understanding that
the guaranty funds are limited by statute in the amounts
that they can assess their companies in a given year. Do
you have a breakdown on a state-by-state basis on the
amounts that a state can assess in a given year? I have
also heard that the capacity of the guaranty funds in
certain states has already been depleted by past
obligations. Is this true, and what will happen in those
states to policyholders that may be adversely affected by an
insolvency after the fund is depleted?

I understand that the guaranty associations are unable by
statute to provide any guarantees for what are called
nyncovered liabilities" (e.g., allocated acount values over
$100,000 or unallocated accounts over §5,000,000 including
many pension products). Is this true?

I also understand that the guaranty associations may only
pay for those liabilities set-out in statute. Is this true?
Can you provide the Subcommittee with a basic list of those
l1iabilities that would be covered under the laws of the
various states?

It is also my understanding that asEessments against
insurance companies in most states gan be deducted from
their premium taxes which flow to gknheral revenue. Is this
accurate? T N B
: Lo ~J B
Then would it be fair to say.that those insurance companies
that continue to maintain significaft investments in junk
bonde and other risky investments, Pose a very significant
risk to taxpayers as well as policyholders?
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